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Abstract
Because of the multiple benefits they have on the receiving economy, FDI causes a true global competition. In the current 
economic climate, the foreign direct investments are a good alternative source for financing the Romanian economy. This
paper analyse the FDI stock, inequality and growth in Romanian economy by regions. By analysing the evolution of FDI
stock and GDP per capita in Romania during 2003-2011, the present paper try to highlight some aspects related to the
regional development and FDI relation from the viewpoint of the sustainable development in . The
paper provides a new perspective on the issue of why FDI are attracted or not by Romanian regions. The study is based on 
the hypothesis that FDI inflows can influence the regional development and economic-social welfare in Romania. In this
are FDI a factor of regional disparities 
growth or one of diminution
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1. Introduction
The FDI inflows and stocks have been examined under various aspects that refer to the impact on host
countries, the advantages and the correlation between FDI and economic growth. The multiple benefits of FDI 
on the host economy and the profits for the multinational companies were the subject for many researchers:
Estrin and Meyer, 2004; Resmini, 2000; Kostevc et al., 2007. The positive impact of FDI on economic growth
has been confirmed by a number of studies: Neuhaus, 2006; Lunn, 1980; Buckleyet et al, 2002; Carkovic and
Levine, 2002; De Mello, 1997, 1999. FDI are regarded as a infusion of capital inflows, knowledge and
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technology transfers, Balasubramanyam et. al., 1996. Greenfield FDI, in particular may complement local 
investment and improve the production capacity. The evolution and the impact of FDI in Romanian economy 
was studied by many researchers: Zaman et all, 2011; Bonciu, 2009. 
Some researchers have focused more directly on the casual relationship between FDI and growth, testing the 
causality between the two series using different sample and estimation techniques. Zhang, 2001; De Mello, 
1999; Ozturk and Kalyoncu, 2007. 
Hansen and Rand, 2004, also studied the relation between FDI and GDP, founding a bi-directional causality 
between them. Their hypothesis was that FDI has an impact on GDP via knowledge transfers and adoption of 
new technology. Basu and Guariglia, 2007, investigated how FDI impacts inequality and growth using data 
from 119 developing countries over the period 1970-1999. They concluded that FDI promotes both inequality 
and growth. Ozturk and Kalyoncu, 2007, consider that the consensus view seems to be that there is a positive 
association between FDI and growth provided if host countries have reached a minimum level of educational, 
technological and infrastructure development. 
The main message to take from this research presented above is that there seems to be a strong relationship 
between FDI and growth. Although the relationship is different across countries, the researchers generally 
conclude that FDI, on average, has a positive impact on growth. 
The paper is organized as follows: Section 2 describes the data and discusses our empirical strategy 
regarding the FDI and GDP per capita in Romania. Section 3 presents the main results on the estimated effect 
of FDI location on regional development in Romania and Section 4 concludes. 
2. Data and Empirical Methodology 
The present paper analysis the evolution of FDI stock and GDP per capita in Romanian regions for the 
period 2003-2011, using data from National Bank of Romania and European  Commission, Eurostat, available 
only until the end of 2009, at the time of the analysis. The paper considers that FDI are very important for 
Romanian economy and study their regional evolution. Together with the FDI stock in Romanian regions, I 
used data regarding the GDP per capita, to study the impact of FDI on Romanian regions. 
Based on theoretical and empirical researches results, this paper will assume that there is causality between 
FDI and economic growth in Romania. The variable growth is approximated by the growth of GDP per capita. 
The paper will try to determine the way on which the FDI stock can influence the regional development in 
Romania. 
Table 2. The FDI stock distribution during 2007- 2010 in Romanians regions  
Year 
Region 
2003 2004 2005 2006 2007 2008 2009 2010 2011 
Total (million Euro)  
Of which (%): 
9.662 15.040 21.885 34.512 42.770 48.798 49.984 52.585 55.139 
Bucharest- Ilfov 54.2 56.0 60.6 64.3 64.3 62.7 63.4 62.2 61.7 
South East 10.8 11.6 8.4 7.7 5.7 7.3 5.9 6.3 5.4 
South 8.2 8.5 6.3 6.5 6.9 7.0 7.2 7.3 7.4 
West 7.7 7.3 6.8 5.6 5.5 5.4 6.2 6.5 7.2 
North West 6.7 6.9 5.8 4.6 4.5 4.3 3.9 4.2 4.5 
Center 6.5 6.9 7.4 7.4 8.3 8.5 7.4 7.4 7.6 
South West 3.7 2.7 3.4 2.7 3.2 2.5 4.1 3.7 3.3 
North East 2.2 0.1 1.3 1.2 1.6 2.3 1.9 2.4 2.9 
 
Until the year 2003, the level of FDI stock in Romania was very low. As it can be seen in table 1, during 
2003-2010 the FDI stock grew relatively quickly in Romania, due to the relatively higher profit opportunities 
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that could be valorised in Romania by foreign investors. Although in the period 2008 - 2011 the global 
financial crises affected the FDI inflows, the FDI stock continued to grow. According to the latest press release 
from National Bank of Romania, in 2011, the FDI stock continued to grow, reaching the record level of 55.139 
million euro. 
Although the FDI stock has increased during 2007 - 2011, after 2008 the growth was smaller compared to 
the FDI inflows, according to data from National Bank of Romania. This shows that after 2008 there were 
many investors who left Romania. As the media reported, Nestlé, Kraft Foods, Coca Cola, Nokia, are some of 
the companies that moved from Romania to another country. 
Table 1, also shows that the distribution of the FDI stocks by region in Romania highlights an unequal 
distribution between regions and a concentration of the latter in Bucharest- Ilfov. In the analyzed period, over 
50% of the FDI stocks from Romania are in Bucharest- Ilfov region, and the other seven regions have less than 
10%. If we take in consideration the year 2010, we can consider that Center region, South East region, South 
region and West region have attracted FDI between 6- 8%. The other 3 regions are less attractive to FDI. 
In 2011, according to data from National Bank of Romania presented in table above, 61.7% of FDI stock 
was located in Bucharest- Ilfov. The rest of 38.3% was located in the other seven regions as follows: Center 
region 7.6%, South region 7.4%, South East region 5.4%, North West, South West and North East regions 
under 5 %. 
Considering the high degree of FDI concentration in Bucharest, the question is whether they are not rather a 
factor of regional disparities growth than one of diminution. The concentration of FDI in Bucharest Ilfov region 
can be explained by better infrastructure conditions, human capital, education and skills. 
Table 2. The GDP per capita distribution during 2003- 2010 in Romanians regions  
Year 
Region 
2003 2004 2005 2006 2007 2008 2009 
Romania 2.400 2.800 3.700 4.500 5.800 6.500 5.500 
Bucharest- Ilfov 4.800 5.600 8.100 9.900 12.900 16.200 13.000 
South East 2.100 2.600 3.200 3.800 4.700 5.200 4.400 
South 1.900 2.300 3.100 3.800 4.700 5.400 4.700 
West 2.700 3.200 4.200 5.300 6.700 7.100 6.000 
North West 2.300 2.700 3.500 4.200 5.600 5.800 5.000 
Center 2.500 2.800 3.600 4.500 5.900 6.200 5.300 
South West 2.000 2.300 2.900 3.600 4.500 4.800 4.200 
North East 1.700 1.900 2.500 2.900 3.700 4.000 3.400 
 
The gross domestic product GDP is a key measure of development and growth of a nation. This paper 
examines the growth in the Romanian regions. Table 2 notes that the differences between these regions are 
quite high. The GDP per capita is very high in Bucharest-Ilfov compared to the other regions and the Romanian 
average. 
In 2009, because of global economic environment, the GDP per capita has registered a decrease in all the 
Romanian regions and in Romania overall. As can be seen in Table 2, in 2008, Bucharest- Ilfov region had the 
highest GDP per capita of 16.200 euros for the entire analyzed period. In 2009, due to the economic context it 
decreased reaching 13,000 per capita. The same thing happened with the Romanian average. Between 2003- 
2008, the GDP per capita increased annually reaching in 2008, 6.500 euro per capita, then decreased in 2009 to 
only 5.500 euro per capita. 
In 2009, the EU average was 23.500 euro per capita well above the Romanian average. Six of the eight 
regions of Romania in 2009 ranged among the poorest in the European Union, the purchasing power in these 
areas being less than half the European average, according to Eurostat. 
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The table presented above shows that in 2003, the GDP per capita in Romania was 2.400 euro, and only 
Bucharest-Ilfov region, Center region and West region had a bigger GDP per capita that the average. The GDP 
per capita of Bucharest-Ilfov region was two times higher than the average of Romania, 4.800 euro per capita. 
In 2009, after six years, the situation is almost the same. Bucharest-Ilfov region, West region and Center 
region had a bigger GDP per capita that the Romanian average. The disparity seems to be even bigger. The 
GDP per capita of Bucharest-Ilfov region was 236% higher than the average of Romania, 5.500 euro per capita. 
The North East region is the less developed region, for the entire analyzed period. In 2009, the GDP per capita 
was 3.400 euro, almost three times lower than in Bucharest- Ilfov region. 
The table 2 shows the high differences between the GDP per capita in Romanian regions. Based on this 
reality and taking into the consideration the importance of this indicator, the solution could be the increase of 
FDI in Romanian less developed regions. 
3. Data Analysis and Discussions 
Theoretical and empirical researches, underline that FDI are generally attracted by several factors such as: 
market size, trade openness, fiscal policy, institutional development, labor costs, human capital, education and 
skills, infrastructure reform, Lipsey, 2002; Li si Liu, 2005. If the foreign investors are attracted by the market 
size, trade openness, fiscal policy, institutional development, they first chose a country. The question is after 
they chose the country, how they chose the region from the country. 
Most countries, including the developed ones are facing economic regional disparities and therefore, they 
apply regional development strategies and policies. The fundamental objective of the regional development 
policies is to reduce regional disparities, achieving a balance between economic and social development levels 
of different regions. FDI should contribute to the economic development of the regions.   
According to Eurostat, Romania is one of the economies with biggest disparities between regions from the 
European Union states. The disparity index has a value of 3.9 between the highest and lowest values from 
Romanian regions, Eurostat, 2008. The disparity index of GDP per capita compared to the average of Romania, 
in 2010 shows that the current hierarchy is preserved. Bucharest region ahead more than twice the total 
economy GDP. 
The GDP per capita registered in Romania in 2010 accounted for 46% of the EU average according to 
Eurostat. This means that Romanian regions, except for Bucharest-Ilfov region were well below the average, 
among the poorest regions in the EU. 
If we compare the evolution of FDI stocks and GDP per capita from Romanian regions, presented above in 
table 1 and 2, it can be observed an unequal distribution between regions and a high concentration Bucharest- 
Ilfov for both indicators. The North East region has the lowest FDI stock, and also has the lowest GDP per 
capita from all the Romanian regions. 
The evolution of FDI stock and GDP per capita in Romanians regions are very similar in the entire analysed 
period. The FDI stock is bigger in the regions with a high level of GDP per capita. Although, between 2003 - 
2009, both indicators greatly increased in the economy at the regional level this  significant 
changes in the percentages. According to the National Statistics Institute, in 2012, it  be any significant 
structural changes. Analyzing the above presented data of FDI and GDP per capita in Romania during 2003-
2009, table 1 and table 2, together with the researches in the field I tried to find out why foreign firms invest in 
Romania and why they chose a certain region. Assuming that in Romania, market size, trade openness, fiscal 
policy, institutional development are the same in all the regions, we can say that labor costs, human capital, 
education and skills are the factors that determines the FDI inflows at the regional level. 
Romer's model, appreciates the production of goods and services as depending on the advanced technology, 
human capital and his growth. So, the investors from countries with significant human capital and skilled can 
enjoy faster the technological progress, the increased productivity and higher profits, Romer, 1986, 1993. 
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This model considers that knowledge among production inputs and the technological changes are considered 
endogenous. The investor chooses between high consumption today and gain knowledge to a higher 
consumption tomorrow. So, the production of consumption goods is a function, depending on the knowledge 
level k, a set of additional factors such as human capital and labor and on the aggregate level of knowledge in 
the economy K. 
           
N
i
ikK
1          (1) 
Where N denotes companies number, the new knowledge. 
Romer concluded that the level of knowledge from a company, depending on the level of knowledge from 
the economy K is conditioning the production and the long term growth. 
Based on hypothesis that FDI are attracted by labor costs, human capital, education and skills, knowledge 
level from the economy, the regional inequality can be explained. Romanian regions have a very different level 
concerning human education, skills and also infrastructure. This could be the answer to the question why 
Bucharest-Ilfov and not another region. In the case of Romania, the growth through FDI is due to the creation 
of a new production capacity, new jobs should be created, low unemployment rate. Also FDI supports 
liberalization market creation, stabilization normal functioning, restructuring market adjustment and 
privatization strengthening and market functioning. The less developed regions should be promoted more to 
foreign investors. The benefits of FDI can help underdeveloped regions, and eliminate the large differences 
existing in the regions from Romanian economy. A special attention should be paid to existing FDI. Recent 
trends show more and more their reorientation tendency. Another important aspect is to try to improve the 
economic climate from these regions that are less developed. The process of reducing the discrepancies 
between developed regions and those left behind is a long one and is done with small steps. Even if growth 
rates are higher in regions with a low level of development, however the developed regions stand also on the 
ascending trend reflecting the intensity on reducing the gaps. For this reason, reducing regional disparities 
should be an essential component of the economic strategy of Romania. Definitely the FDI plays an important 
role in reducing these disparities. Encouraging the foreign investor to invest in underdeveloped regions will 
contribute substantially towards to reducing disparities. 
4. Conclusion 
The paper examined the spatial distribution of FDI stock and the economic development level in the 
Romanian regions and found that the process of catching up is very slow. FDI seems to deepen this inequality 
development. Although the economic impact of FDI is positive, looking at this issue in terms of regional, the 
impact is not the same. In order to recover the gaps between regions, FDI should be promoted more in 
underdeveloped regions, respectively all the Romania regions beside Bucharest- Ilfov. According to this 
research we can conclude that to attract FDI is not sufficient. We should pay more attention to FDI location in 
Romania. 
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